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(c) Reallocation of funds remitted to the 
Secretary. (1) All funds from a student 
loan fund established under this sub-
part which are remitted to the Sec-
retary in any fiscal year shall be avail-
able for allotment under this subpart, 
in the same fiscal year and the suc-
ceeding fiscal year, to eligible nursing 
schools. In making these allotments, 
the Secretary shall give priority to 
nursing schools which established a 
student loan fund under this subpart 
after September 30, 1975. The Secretary 
will make payments to eligible schools 
at a time determined by him or her, ac-
cording to the procedures indicated in 
paragraphs (c)(2) and (c)(3) of this sec-
tion. 

(2) Eligible schools which established a 
nursing student loan fund after September 
30, 1975. The Secretary will make 
awards first to those eligible schools 
that established a nursing student loan 
fund after September 30, 1975. If the 
total of the amounts requested for any 
fiscal year by these schools exceeds the 
amount of funds determined by the 
Secretary at the time of payment to be 
available for this purpose, the payment 
to each school will be reduced to 
whichever is smaller: 

(i) The amount requested in the ap-
plication, or 

(ii) An amount which bears the same 
ratio to the total amount of returned 
funds determined by the Secretary at 
the time of payment to be available for 
that fiscal year for the Nursing Stu-
dent Loan program as the number of 
full-time students estimated by the 
Secretary to be enrolled in that school 
bears to the estimated total number of 
full-time students in these eligible 
schools during that year. 
Amounts remaining after these pay-
ments are made will be distributed in 
accordance with this paragraph among 
schools whose applications requested 
more than the amount paid to them, 
with whatever adjustments may be 
necessary to prevent the total paid to 
any school from exceeding the total re-
quested by it. 

(3) Eligible schools which established a 
nursing student loan fund prior to Octo-
ber 1, 1975. If there are funds remaining 
after making awards as specified by 
paragraph (c)(2) of this section, the 
Secretary will make awards to eligible 

schools which established a nursing 
student loan fund prior to October 1, 
1975. If the total of the amounts re-
quested for any fiscal year by these 
schools exceeds the amount of funds 
determined by the Secretary at the 
time of payment to be available for 
this purpose, the payment to each 
school will be reduced to whichever is 
smaller: 

(i) The amount requested in the ap-
plication, or 

(ii) An amount which bears the same 
ratio to the total amount of returned 
funds determined by the Secretary at 
the time of payment to be available for 
that fiscal year for the Nursing Stu-
dent Loan program as the number of 
full-time students estimated by the 
Secretary to be enrolled in that school 
bears to the estimated total number of 
full-time students in these eligible 
schools during that year. 
Amounts remaining after these pay-
ments are made will be distributed in 
accordance with this paragraph among 
schools whose applications requested 
more than the amount paid to them, 
with whatever adjustments may be 
necessary to prevent the total paid to 
any school from exceeding the total re-
quested by it. 

[50 FR 34434, Aug. 13, 1985, as amended at 53 
FR 46554, Nov. 17, 1988]

§ 57.305 Nursing student loan funds. 
(a) Funds established with Federal cap-

ital contributions. Any fund established 
by a school with Federal capital con-
tributions will be accounted for sepa-
rately from other funds, providing a 
clear audit trail for all transactions. 
At all times the fund must contain 
monies representing the institutional 
capital contribution. The school must 
at all times maintain all monies relat-
ing to the fund in one or more interest-
bearing accounts or investment instru-
ments which meet OMB requirements 
established for Federal monies held by 
third parties, except that if the school 
documents that the costs associated 
with the use of an interest-bearing ac-
count would exceed expected earnings, 
the school is not required to maintain 
these monies in an interest-bearing ac-
count. The school must place all earn-
ings into the fund but may first deduct 
from total earnings any reasonable and 
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customary charges incurred through 
the use of an interest-bearing account. 
An institution shall exercise the level 
of care required of a fiduciary with re-
gard to these deposits and investments, 
and shall be responsible for reimburs-
ing the fund for any losses that occur 
due to the use of investments that are 
not federally insured. 

(1) The Federal capital contribution 
fund is to be used by the school only 
for: 

(i) Nursing student loans to full-time 
or half-time students; 

(ii) Capital distribution as provided 
in section 839 of the Act or as agreed to 
by the school and the Secretary; and 

(iii) Costs of litigation, costs associ-
ated with membership in credit bu-
reaus, and to the extent specifically ap-
proved by the Secretary, other collec-
tion costs that exceed the usual ex-
penses incurred in the collection of 
nursing student loans. 

(2) A school must review the balance 
in the fund on at least a semi-annual 
basis to determine whether the fund 
balance compared with projected levels 
of expenditures and collections exceeds 
its needs. A school in closing status 
must review the balance in the fund on 
a quarterly basis. Monies identified as 
in excess of the school’s needs must be 
reported, and the Federal share re-
turned to the Federal Government, by 
the due date of the required report 
which identifies the excess monies. The 
school’s determination is subject to the 
review and approval of the Secretary. 

(b) Funds established with Federal cap-
ital loans. (1) Each Federal capital loan 
is subject to the terms of the promis-
sory note executed by an authorized of-
ficial on behalf of the borrowing 
school. 

(2) The Federal capital loans must be 
carried in a special account of the 
school, to be used by the school only 
for: (i) Repayments of principal and in-
terest on Federal capital loans; and (ii) 
costs of litigation, costs associated 
with membership in credit bureaus, 
and, to the extent specifically approved 
by the Secretary, other collection costs 
that exceed the usual expenses in-
curred in the collection of nursing stu-
dent loans. 

(c) Failure to comply with the re-
quirements of this section will subject 

a school to the noncompliance provi-
sions of § 57.318 and the Department’s 
Claims Collections regulations (45 CFR 
part 30), as appropriate. 

(Approved by the Office of Management and 
Budget under control number 0915–0047) 

[50 FR 34434, Aug. 23, 1985, as amended at 56 
FR 40734, Aug. 15, 1991; 61 FR 6123, Feb. 16, 
1996]

§ 57.306 Eligibility and selection of 
nursing student loan applicants. 

(a) Determination of eligibility. (1) Ap-
plicants are eligible for consideration 
for a nursing student loan if they are: 

(i) Residents of the United States and 
either a citizen or national of the 
United States, an alien lawfully admit-
ted for permanent residence in the 
United States, a citizen of the Com-
monwealth of the Northern Mariana Is-
lands, a citizen of the Republic of 
Palau, a citizen of the Republic of the 
Marshall Islands, or a citizen of the 
Federated States of Micronesia; 

(ii) Enrolled, or accepted for enroll-
ment in the school as full-time or half-
time students; 

(iii) In need of the amount of the loan 
to pursue the course of study at the 
school; and 

(iv) Capable, in the opinion of the 
school, of maintaining good standing in 
the course of study. 

(2) An applicant who has previously 
attended an institution of higher edu-
cation must submit a financial aid 
transcript which includes at least the 
following data: 

(i) Applicant’s name and social secu-
rity number; 

(ii) Amounts and sources of loans and 
grants previously received by the appli-
cant for study at an institution of 
higher education; 

(iii) Whether the applicant is in de-
fault on any of these loans, or owes a 
refund on any grants; 

(iv) Certification from each institu-
tion previously attended by the appli-
cant that the applicant has received no 
financial aid, if applicable; and 

(v) From each institution previously 
attended, the signature of an official 
authorized by the institution to sign 
such transcripts on behalf of the insti-
tution. 

(b) Selection of nursing student loan 
applicants and determinations of need. 
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